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3} Derermine Guaranteed Minimum Price.

Froem che Cost Allcwance Matrix find the value for $2.10 corn and $170 meal

LIVE MARKET MEAT PRICE
Macrix value 5$36.50 §50.00
Guaranteed Minimum Price 534.50 $50.00
Last Week’s Average Price £45.40 562,19
Concract Base Price $45.40 $§82.19

4) If Hormel Foods is in a negative cash position wikh producer:
The Guaranceed Mialmum Price of $£36.50 becomes the Contract Price.
The producer is paid 536.50. The difference between the Contract
Base Price of $45.40 and the Contract Price of $36.50 will reducea
Hormel Foods' negative cash position with preducer.

S) Tf Hormel Foods is not in a negative cash posicion with proeducer:
The Contrxact Price is the Contracrt Basa Price of 3545.40Q, and
the producer will ba paid $45.40.

§) In addicion to the price as determined by 4) or 5} above the producer
will receive G4Y premiums based on the Contxact Base Price of $45.40.

Example B:
Example B is an example when the Contcract Basa Price {last week’s

average price) is less than the Guaranteed Minimum Price.

1) Assume tha daily average of the prior week’s 11:00 a.m. Hormel Foods’
Grade and Yleld Plant Deliverad Market ls $35.00.

2) Use $2.10 for corn and $170.00 for meal as in Example A.

3) Guarantsad Xinimum Price is $36.50 as in Example A.

4) Determine Centract Price:
Sinece last week’s average price (Contract Base Prica) of 5§35.00

{g lass than tha Guaranteed Minimum Price of $36.50, the Guaranteed
Minimum Price hecomes the Contxact Price. Tha producer will

be paid the Conrract Prics of $36.50. Tha difference hetween the
Concract Base Price of $35.00 and tha Contract Prica of $36.50

will inecrease Hormel Foods’ negative cash poscion with producer.

LIVE _MARKET MEAT PRICE
Last Waak’s Averaga Frice $35.0¢ $47.94
Contract Sase Price $35.400 $47.94
Guarantaed Minimum Prica $16.50 §56.84
$56.84

Contract Prica $36.50

5} In addition to thas price as detexrmined by 4) above the producer
will raceive G&Y premiums based on the Contracc Base Price of $35.00.
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